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BUSINESS STATISTICS - 1992 


Operating revenue: $59.1 billion 
Operating companies income: $10.0 billion 
Net earnings per share: $5.45 

Market price of common share: high $86 5/8, low $69 1/2 
Closing price of common share year-end: $77 1/8 

Contribution to PM total revenues and operating income: 


1992 

Revenues (%) 

Operating income (%) 

Food 

49% 

30% 

Tobacco 

43% 

66% 

Beer 

7% 

2% 

Capital Corp 

1% 

2% 


PM-USA: op. revenues: $12.0 billion, up 3.6% over prior year 

op. cos income: $5.1 billion, up 8.6% 
unit sales: 214.3 billion (industry 507.0) 
share of US market: 42.3% (32.8% in 1982) 


PM-Int’l: op. revenues: $13.6 billion, up 11.6% 

op cos income: $2.0 billion, up 19.1% 
unit sales: 421.2 billion, up 0.9% 
exports: 110.4 billion units 


N. America op revenues: $20.3 billion, up 0.4% 

Food: op cos income: $2.1 billion, up 5.9% 

Int’l Food: op revenues: $8.7 billion, up 9.9% 

op cos income: $1.0 billion, up 21.5% 

Beer: op revenues: $ 3.9 billion, down 2% 

op cos income: $260 million, down 13.6% 
share of US market: 21.5% 

PM Capital Corp & Mission Viejo: op revenues: $430 million 

op cos income: $220 million 
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GENERAL STATISTICS - 1992 


Advertising 
Annual Meeting 
Annual Report 
Audit Fees 
Contributions 
Corporate aircraft 
Legal fees 
R&D 


Amount 

$2.4 billion 
$2.0 million 

$3.00 per copy (print run of 1.2 million) 

$11.9 million (estimated, actual available only in August) 
$55 million (philanthropic) 

$34.2 million 

$109,264,648 worldwide outside counsel 
$410 million 


Number 


Corporate aircraft* 

Employees 

Board of Directors trips 
Officers & execs, women worldwide 
Officers & execs, minority 
Executives 18+ 


14 

161,000 worldwide 
3 

27 of 437 total 
35 “ “ 

24 women (6.5%), 30 minority (8.1%) of 372 

total 


* Corporate aircraft are: 


2 Gulf Stream 4 

1 Gulf Stream 3 o 

1 Falcon 50 ^ 

1 Citation 5 c ; 


9 Hawker 125-800 ^ 

to 
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BEER OPERATIONS 


(rev. 4/12) 


1. What is Miller doing in the area of responsible drinking? 

• We have comprehensive program called AIM (Alcohol Information from 
Miller). 

• This includes training for bartenders, liquor store clerks and vendors to 
teach responsible selling and serving. 

• We have developed a manual for anyone planning a large social event 
to help prevent underage drinking. 

• We have a whole media campaign, including TV commercials and print 
ads reinforcing the message “Think When You Drink”. 

2. Is industry effective in communicating its responsible drinking messages? 

(new) • Brewing industry has spent millions of dollars on sending the message of 

responsible drinking to the 80 million Americans who drink beer. 

According to public opinion polls conducted or commissioned within the 
last three years by the National Institute on Alcohol Abuse and Alcoholism, 
the Roper Organization, the Centers for Disease Control and the U.S. 

Dept, of Health and Human Services: 

• 97-99% of those surveyed are aware of the dangers of drinking 
during pregnancy. 

• Public awareness of the potential for alcohol addiction is at 97-98%. 

• 97-99% know that drinking can impair ability to drive. 

• 98-100% of population knows that people under 21 are not 

supposed to drink alcoholic beverages. ^ 
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3. Why the stepped-up concern by the brewing industry about responsible 
drinking? 

• Brewing industry has been active in promoting responsible drinking for 
decades. 

• Greater awareness by society in general has led the industry to take the 
lead in server training and designated-driver programs. 


4. Isn’t it just a marketing ploy to say the industry is promoting responsible 
drinking? 

• No. It’s good business for the industry to promote responsible drinking. 

• Programs have made real impact on reducing problems. 


5. What is brewing industry doing to support alcohol education programs to 
reduce drunk driving? 

• Brewers are members of National Commission Against Drunk Driving. 

• In 1991, brewers gave full support to US Dept, of Transportation”s 
“Buckle Up” campaign. 

• In many communities brewers and retailers support free cab ride home 
programs. 


to 

o 

Ol 
cn 
<? 
05 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 
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6. Do you advertise and promote alcohol during spring break? 

(new) • In spring break markets, our promotional activities are conducted in 
licensed premises because those present are 21 and older. 

• We continue to run national ads for Miller brands at normal levels. There 
is no localized spring break advertising developed. 

• In the past, we have actively discouraged underage people with billboard 
and print ads like “Good beer is properly aged, you should be too,” and “If 
you’re not 21, don’t even think about it.” 

7. Does the company plan to use the government’s definition of moderate drinking 

in its “Dietary Guidelines for Americans?” 

• No. Statements from specialized doctors and researchers recommend 
that this is a matter best decided between individual and physician, 
based on biological and other data such as health, weight, height, 
gender, food consumed, time lapsed, etc. 

8. How do you respond to criticisms that Miller’s commercials appeal to people 

who are underage? 

• Miller’s company policy requires actors to be at least 25. Appeal is 
designed for people aged 21- 40, our primary consumer group. 

9. Do you support forced deposits on beer containers? 

• Miller is opposed as they unfairly single out beverage containers while 
ignoring 80% of litter and 95% of solid waste stream. 

• Committees in both the house and senate agreed with our position last 
year when they voted against a national bottle bill. 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 
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10. How does the Company respond to efforts to reduce product placement in 

movies and place warnings at the beginning of films? 

(new) • When movie producers approach us regarding product placement in films, 
we work with them to ensure that our products are depicted appropriately 
and consistent with the image we portray in our commercials and other 
advertising. 

• We oppose warning messages in commercial films and on television 
advertising. 

11. Why has Miller decided to make a clear beer? How is it doing? 

(new) • Miller Clear was developed to meet a growing consumer preference for 
beers that offer full flavor without heaviness. 

• By making the beer clear, we have highlighted its greatest attributes: full 
beer taste, a rich, foamy head and excellent drinkability. 

• Miller Clear is available in three introductory markets: Austin, Texas; 
Minneapolis; and Richmond, Virginia. Initial consumer response has been 
excellent, with a high level of interest in the product. 

12. Has the public disorder situation at Milwaukee County parkland been resolved? 

• Yes. No beer sales take place after 9.00 pm on the Milwaukee lake front 
area. 

• (Dr. Slade had brought this matter up at last year’s Annual Meeting. He is 
scheduled to meet with Miller Brewing officials in June). 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 
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FOOD OPERATIONS 


Cheese and Dairy 

1. When is Kraft going to stop treating the dairy farmers unfairly? 

• Kraft has always treated dairy farmers fairly and recognized the critical 
contribution of the dairy farmer to the company’s success. We pay 
competitive prices, support our dairy farmers with more information and 
services than any other dairy company, and support the rural 
communities we do business in. 

• We know that, since the government lowered the milk support price in the 
mid-80s, a good number of farm families have suffered economic 
hardship. For the past two years, we have advocated an increase in the 
federal support price, but this has not happened. 

• Our role is to increase the consumption of dairy products by being 
innovative and effective marketers. Increases in consumption benefit the 
entire industry, including the farmer. 

• flf pressed : Occasional accusations that Kraft “manipulates" the price of 
cheese and milk are simply false, government agencies have 
investigated such accusations repeatedly over the decades but have 
never found any wrongdoing by Kraft. As the most visible name in the 
industry, Kraft is sometimes the most visible target for unfavorable 
accusations. This does not make any of the accusations true). 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 
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2. Doesn’t Kraft fix prices in cheese, both wholesale and retail? 

• No. Kraft independently sets the wholesale price of Kraft cheese products 
to Kraft’s direct customers - food wholesalers and retailers. Other 
cheese companies set their wholesale prices, and Kraft has nothing to do 
with that. Retailers decide on the prices they will charge their consumers 

• (If pressed : Kraft and its competitors encourage retailers to charge 
competitive prices to consumers, because the lower the retail price of our 
products, the more we sell. But the decision is the retailer’s). 


3 . 


4. 


There have been reports that KGF controls cheese prices through the National 

Cheese Exchange. Please comment 

• These reports are incorrect. 

• Supply and demand determine miik and cheese prices. 

• KGF, along with the industry, uses the NCE “opinion” as the basis for 
establishing bulk cheese prices. 

• In recent years, the federal government has reduced support prices for 
dairy products. This has increasingly exposed prices to forces of 
supply and demand. 

• For instance, in 1989, when demand was strong and supplies tight, milk 
prices rose dramatically, 30% in six months. By contrast, in the spring of 
1991, demand was weak and supplies plentiful, so prices fell abruptly. 

Does Kraft have a monopoly of the US cheese market? 

• No. Kraft uses less than 20% of total of 6 million pounds of cheese 
produced for the US cheese market. 

• Kraft’s share of retail segment is about 44%. 
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5. Is it likely that cheese costs will fall dramatically? 

• Impossible to say but we expect cheese costs to be equal to their 
average over the past few years. 

6. How did Kraft’s cheese business do in 1992 compared to the industry? 

• Kraft’s composite share declined 0.5 share points in 1992 vs. total retail 
cheese industry decline of 0.2%. 

• We continue to hold leading share, closing the year with 43.6% market 
share. 

• Share declines primarily due to widening price gaps vs. Private Label in 
all of the major segments. 

7. To what extent does KGF participate in sales of cheese to the government 

under the support program? 

• KGF participates to the extent necessary to maintain appropriate 
inventories. 

• During 1992, Kraft sold no cheese to the government under the support 
program. Under the Five Pound Loaf competitive bid process, KGF sold 
6,435,600 pounds to the Commodity Credit Corporation. 

8. Do you have new products in the pipeline which respond to consumers’ 

concerns about health and nutrition? 

• Great Grains cereal; Maxwell House Lite (reduced caffeine); Cool Whip 
Lite; Fat Free Good Seasons; Fat Free Bread; new variations of Fat Free 
sweet baked goods. 

Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 
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Sugar Program 

9. What is the KGF position regarding the US Sugar Program? 

• Program causes artificially high prices for sugar. Import quotas 
cause an imbalance between domestic and offshore suppliers. 

• Through the Sweetener Users Association, we worked for a modest 
reduction in the sugar loan rate in the 1990 farm bill. Instead, Congress 
adopted mandatory marketing allotments and a 1% assessment on 
domestically grown sugar. 

Milk Price Supports 

10. What is KGF’s position on milk price supports? 

• Can avoid extremes of surplus and shortage by providing adequate 
assurances to producers that there will be a reasonable market for milk 
through such a program. 

• However, incentives should be established at a level that will not lead to 
accumulation of burdensome surpluses. 

Biotechnology 

11. Do you use bioenaineered foods in your products, or do you plan to in future? 

• No. 

• All bioengineered foods must be reviewed by FDA before being 
marketed. After FDA approval we will explore our options, consistent 
with safety. 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 
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12. Does KGFI sell i rradiated food anywhere in the world? 

• Not at this time although we favor further research. 

• Consumer concern continues despite benefits. 

Oscar Maver 

13. Why did Oscar Mayer close its Tulare and Chicago plants? 

• In order to eliminate excess production capacity and reduce costs. 

14. Why did we sell the Louis Kemp Seafood business? 

• Because the business was not a good strategic fit with the other Oscar 
Mayer businesses (Oscar Mayer, Louis Rich, Claussen). 

15. Oscar Mayer recently received a “Waste Maker” award for its Lunchables 
packaging. Is this packaging being reduced? 

• We are eliminating outer carton. 

• Converting base to more readily recyclable material. 

• Eliminating napkin. 

16. What are Kraft’s plans for recloseable packaging of cheese in the future? 

• We have introduced, very successfully, a new recloseable package with 
a horizontal zipper. 

• We developed a reusable container for our Singles product, which has 
become a permanent addition to our line. 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 
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Coffee 

17. What are you doing to counter the decline in the coffee market? 

• Aggressively pursuing growth in Club Stores. 

• Participating in expanding gourmet market by introducing Hot 
Cappuccino and new GFIC flavors and expanding Gevalia direct 
marketing. 

• Competing in low price segment by using Master Blend. 

18. How will you continue to maintain profitability if downward trends in retail prices 
continue? 

• Continue to manage costs effectively. Continued emphasis on 
productivity. 


KGF International 

19. What impact would a final GATT agreement have on the international food 
business? 

• Specifics of agreement not yet negotiated, so precise impact cannot be 
assessed, but we favor free trade. 

• We cannot yet give a considered answer on whether it will have any 
significant impact in final form. 
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20. What impact does EC-92 have on our long-term interests in Europe? 

• Have already set up Pan-European Warehousing and Distribution study 
and European Purchasing Council. 

• Cross border technology transfers easier. 

• Cross border ingredient standardization more likely over time. 

21. Does KGF’s product in Italy, Mareblu, use only “dolphin-free” tuna? 

• KGF Italy policy is to purchase and sell only tuna which is certified to be 
“dolphin-free”. 

• Suppliers must provide Company with certification, which is subject to 
independent verification. 

22. Doesn’t KGF’s expansion into developing areas mean encouraging people to 

adopt the unhealthy eating habits of Americans? 

• We are in the business of giving consumers what they want - not 
dictating their needs and preferences. 

• We cater to the desire for increased access to many goods from the 
West. 


jo 

cs> 

►Cs. 

C: 

<Z 

O'? 

to 

C5 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 



26. 


- 9 - 

How is our food business in Yugoslavia? 

We do not have in-country operation in Yugoslavia, but continue to 
export product into that country from various locations. Tonnage is 
dropping, however. 

27. How does the political situation in Iraq impact KGFI's business? 

• Since early 1980’s, when we had a significant business there (10,000 
tons), we have maintained a no contact policy with Iraq. 

• [We are still owed $17 million in outstanding receivables]. 

28. How do currency fluctuations affect our business in Europe? 

• In 1992 translation of local currency into US dollars had a positive 
impact on KGFI’s consolidated results (+$51 million). 

• Cross-rate fluctuations also affect our results, not always favorably, but 
we have hedged some of our foreign currency exposure to protect our 
cross-rates. 

KGF Canada 

29. What will be the impact of NAFTA (North America Free Trade Agreement) on 

KGF Canada? 

• Some production has been realigned to take advantage of superior 
capabilities in Canada and the US. Certain products are distributed to all 
North America, not just to Canada or the US. 

• Studying possibility of including Mexico when it has joined under NAFTA. 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 
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23. Does KGFI have any business dealings in South Africa ? 

• Neither KGF nor any PM affiliates or subsidiaries own any factory, 
employ any people, or operate any business or facility in South Africa 

• KGFI has several minor license agreements in South Africa which may 
not be cancelled unilaterally. Any attempt to do so would put certain of 
our trademarks at risk there the royalties are relatively insignificant. As 
you know federal restrictions on doing business in South Africa have 
been lifted. We await similar action by state and local government. 

24. Do you do business in China? 

• We have several joint ventures in the PRC in which we have recently 
increased our investments. 

• China represents a huge opportunity. With a population over 1.1 billion, 
we must increase our presence, as our principal competitors have, and 
continue to do so. 


25. 


What is KGFI’s position in Russia and Eastern Europe? 

• Russia and Eastern Europe are important expansion markets for our 
long-term growth. 

• Jacobs Suchard coffee and other food products are currently exported 
into Russia and Eastern Europe. 

• Significant acquisitions in Hungary and Slovakia have been made. Local 
organizations in Poland, Hungary and the Czech Republic/Slovakia have 
been established. 
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30. How would GATT as currently proposed affect KGF North America? 

• Most significant outcome of Uruguay Round of GATT would be a 
reduction in the purchase prices of agricultural products, particularly 
dairy-based. 

• New GATT agreement would convert quota systems to tariffs, to be 
reduced over long period of time. No impact in near term. 

31. What is KGF Canada doing to reduce packaging waste? 

• Packaging material reduced 23% by end of 1992. 

• KGF Canada taking leading role in efforts to establish national standards 
for home recycling program. 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 
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BST (Bovine Somatrooin). also known as BGH (Bovine Growth Hormone) 

1. What is BST? 

• BST is a protein hormone produced naturally in cows, necessary for 
growth and milk production. It is now possible to reproduce BST through 
biotechnology. 

2. What is the government’s opinion on BST/BGH? 

• BST has been under review by FDA for some time. The latest action is 
an FDA Veterinary Medicine Advisory Committee hearing on March 31. 

• There is a fair likelihood that FDA will approve BST in April. 

3. What is Kraft’s position on BST? 

• KGF has a neutral position on BST, pending approval by FDA. Until 
approved, KGF is not accepting milk or milk products from BST- 
supplemented herds. 

4. Do Kraft products contain BGH, and if so why? 

• BGH occurs naturally in all milk. However, while FDA is still reviewing 
BGH for final approval, we are not accepting milk or milk products from 
test herds that are receiving supplemental BGH. 

5. Is BGH safe? Is it safe to drink BGH milk/cheese, yogurt/icecream? 

• Questions on BGH safety are best directed to the FDA which is still 
reviewing BGH for final approval. Another good source of information is 
the National Center for Nutrition and Dietetics which has a toll-free 
consumer hot line -- 1-800-366-1655. 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 


2045757729 




- 12 - 


6. Is anyone opposed to BST? 

• Yes. Several groups, led by a coalition called the “Pure Food Campaign” 
(headed by consumer activist Jeremy Rifkin), has asked companies to 
pledge not to use miik or meat from BST-supplemented herds. 

• Rifkin plans to urge boycotts of companies which do not take the pledge, 
and to generate widespread negative publicity. 

7. Is meat from BGH cows safe? 

• The FDA in 1985 found milk, milk products and meat from BGH- 
supplemented cows to be safe. It is continuing to review BGH 
supplementation. 

8. If Kraft doesn’t use BGH, why doesn’t Kraft label its products BGH-free? 

• We aim to provide customers with information on our labels that is 
meaningful and valid. Since FDA has said milk from BST-supplemented 
cows is safe for humans, and has issued no labeling requirements, we 
do not believe that a BGH-free label would be valid or meaningful to the 
public. 
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GENERAL OPERATIONS 


1. What are the implications of the Clinton Administration for PM? 

Generally 

• We expect the Clinton Administration to be more activist than previous 
administrations in the area of social policy. While the new 
Administration’s monetary and fiscal policy will be implemented by 
moderate appointees, the domestic social agencies, such as HHS, will 
be headed by appointees known to be more liberal. 

• Too early to know precisely how the new Administration’s agenda will 
affect specific PM issues, though increased excise taxes are certainly 
one of its principal items. Subcabinet appointments are still being made. 

Tobacco 

• Governor Clinton raised cigarette excise taxes and earmarked them for 
state programs. He also vetoed legislation which would have prohibited 
discrimination against smokers. The Administration’s activities in its first 
few months in office indicate certain anti-tobacco measures will be a 
priority. 

Environment 

• Much of the current discussion regarding environmental issues focuses 
on what role Vice President Gore may play. Many of his views are well 
known. On solid waste, for example, his support for mandated recycling 
programs is not compatible with our position. 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 
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International Trade 

• Clinton has signaled that he wants the GATT to conclude successfully , 
and he favors quick action on NAFTA. While he is sympathetic to 
arguments regarding environmental policy and worker retraining, he is 
viewed as a free trader. His appointees for USTR and Commerce are 
moderate and pro-business. 

Tax Policy 

• The Clinton tax proposals are beginning to take shape, but actual 
provisions have not been published and are subject to congressional 
debate. 

• The most adverse provision is the increase in corporate tax rate to 36%. 

• We are still in process of analyzing its effect on our earnings. 

Note: An analysis is provided at the beginning of the 
TAXATION section. 


Health Care 

• Clinton indicated during the campaign that he favored a health care 
system calling for managed competition, which will require major 
insurance reform. He also spoke in favor of global budgeting, and 
phased in employer mandates to insure a universal and uniform health 
care benefit package. 

(continued on next page) 
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Clinton’s health care policy team, under Hillary Rodham Clinton, is now 
in the process of defining these broad concepts and preparing a specific 
proposal to be submitted to the Congress in May. The debate is 
expected to be wide ranging, and may well last into 1994. 

How the new program will be financed is a subject of intense debate. 

We would hope that cost containment strategy would obviate the need to 
raise taxes to feed health care reform. 

Some members of the Administration would also propose cigarette and 
beer excise taxes earmarked for health programs. Certainly increased 
excise taxes will never yield the required revenue needed to finance an 
overhaul of our health care system. We will, of course, oppose any 
increase in our taxes and urge that any financing mechanism be broad 
based and equitable. 
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2. With the increasing pressure on the U.S. tobacco business from a variety of 
sources related to health issues, is PM going to take a more aggressive, more 
pro-active role in counter-action? Are we funding or driving any substantial 
industry-wide programs or are we going to keep a low profile on the medical 
issue and continue to focus on the free-choice theme? 


We have been taking aggressive actions to counter the anti-tobacco 
movement. For two years we have challenged the science of EPA in its 
move to classify environmental tobacco smoke as a carcinogen. We are 
very aggressive in our opposition to increased excise taxes, advertising 
and promotion restrictions at the federal, state and local levels. 

One of our priority programs on the state and local level is the 
Accommodation Program. The Accommodation Program was developed 
by PM U.S.A. in 1989 to promote harmony between smokers and 
non-smokers in restaurant and other Hospitality industry - related places. 
The Accommodation program encourages participating businesses to 
take an overall look at how their guests are accommodated, including 
customer-service policies, seating and dining room configurations and in 
ventilation facilities. 

The program has been a great success. Following the launch of the 
Accommodation Program in Pittsburgh, an independent survey found 
that 80% of customers favored a program to promote accommodations 
between smokers and non-smokers. Additionally, a Gallup Poll in 1991 


found that two-thirds of Americans (66%) favor separate non-smoking 
and smoking sections. 

(continued on next page) 
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• We intend to continue the Accommodation Programs in other cities and to 

pursue legislation promoting accommodation as a counter to public smoking 
bans in state legislatures next year. 

3. What do you think of Mrs. Clinton making the White House smoke-free? 

• Philip Morris believes in free choice and we respect the right of the 
President and First Lady to make their house smoke free, even though 
we personally believe that the rights of smokers and non-smokers alike 
can be accommodated. 

4. Why not move out of New York (because of excise taxes, etc.)? 

• In the heat of the moment that thought is tempting and one that would 
certainly send a message to those who continuously attack our company 
and call for increases in excise taxes on our products. 

• However, I don’t think the net effect would be beneficial. Such a move 
would put people out of jobs, damage local economies and perhaps 
provoke even more legislation inimical to the interest of our shareholders 
and employees. 

• Just consider the fact that PM has almost 12,000 employees and 87 
facilities in New York. It would be very difficult and disruptive to move 
such numbers. 
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5. If Sears can spin off various units, why can’t PM spin off food or tobacco? 

• We feel no compulsion to follow the example of other companies. 

6. What area of the world has the most potential for growth? 

• Recession has hit Europe pretty hard, and it will be a less attractive field 
for investment in the short term. 

• The Pacific area probably has the most potential for growth. Latin 
America is also promising. In Japan, we have two joint ventures and are 
progressing in that country. China is the market for the future. 


7. How are you affected by currency fluctuations? 

• This is something beyond our control, but we do protect ourselves by 
hedging our foreign currency transactions. 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 
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8. How do you justify flying 14 corporate jets when the stock is going down every 

day? 

(new) • Philip Morris is a large global company with 161,000 employees 
worldwide. 

• Many of our businesses are not in major metropolitan areas. Frequently 
there is no direct air service to our locations. 

• We use our planes efficiently, effectively and in a cost-conscious manner. 

• We have been reducing costs in our aviation department steadily since 
1989. The total number of planes has gone from 16 to 1990 to 14 in 1993, 
and a planned 12 in 1994. (The 1993 projected budget is $38,500,000, 
a $2 million increase from 1991 actual. The increase was due primarily 
to depreciation on new aircraft). 
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TOBACCO OPERATIONS 


rev. 4/22 


PM USA 

Pricing Strategy 

1. What’s happening to Marlboro? 

• Marlboro’s share of the premium segment has remained approximately 
the same, but volume has declined at an unexpected rate. Discount 
cigarettes are gaining at the expense of premium brands. We have 
therefore decided to take action to regain some of that lost ground. 

2. What actions are you taking? 

• We have announced that we will maintain prices of our premium brands 
below $2 a pack. 

• We plan actively to price-promote Marlboro and our other premium 
brands at the retail level. 

• We will undertake aggressive marketing programs across the business 
to increase market share in all categories. 

• We will expand the highly successful Marlboro Adventure Team 
promotion. 


2A. How long do you plan to maintain the “freeze”? 

(new) • Please see second section (PM USA) of Last Minute Q&A’s. A complete 
answer can be found on page 1. 
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3. Why did you decide to hold prices on your premium brands instead of reducing 

the prices? 

• We believe that over the long term this will produce stronger income 
growth and premium market share. 

• Marlboro continues to be the premium of premium brands, but we want to 
maintain its affordability. 

• In some cases, our pricing strategy during recessionary times exceeded 
our consumers’ income growth. With this pricing initiative, we are 
correcting that situation. 

• The trade sometimes resists passing price cuts through to consumers. 

It is within their rights to do so. 


4. 


What is going to be the immediate result of this pricing decision? 

• There will be some interim disruption. PM USA’s volume will be much 
lower in the second and third quarters of 1993, so there will be a drop off 
in earnings in those quarters. 

• This will be the result of an anticipated sharp reduction of inventories by 
the wholesale trade. Traditionally, the trade has maintained high 
inventories of full priced brands in order to benefit from future pricing 
actions. 

• We expect to see upturns by the end of the year when we anticipate 
stronger, more secure income growth and premium share for the 
Company. 
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What impact will this action have on PM USA’s income and volume in 1993? 

• We anticipate that PM USA will have a weak year. 

• Many of our large wholesale customers increase their inventories in 
anticipation of price increases. They then sell the cheaper old inventory 
at the higher new prices. Since we are not raising premium prices, they 
will likely lower their inventories. 

• However, by the time the third quarter ends, we believe these 
dislocations in the system will end and Marlboro’s sales will show 
significant improvement. Since income follow sales, we would anticipate 
the same pattern. 

Is this a price war? 

• No, we just raised our prices for discount items again. 

• This is an effort to make Marlboro’s price more affordable. 

How long do you plan to maintain prices? 

• It is difficult to say, but our present plan is to do so until the price gap 
reaches a reasonable level. 
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8. Is price differential the only reason for the decrease in the growth of Marlboro? 

• It is certainly one of the main reasons. The differential, sometimes up to 
80%, between the premium and discount categories has accounted for 
the rapid growth of the discount category. 

• The recent declines in our premium brand volumes do not represent 
franchise issues, but instead are a function of economics. When the 
price differential is narrowed, our premium brands show growth. 


9. Will holding the price be enough to correct the price gap? 

• Yes. We believe this action, in conjunction with our promotions, will 
allow Marlboro to resume its growth. 


10. How is this pricing strategy related to FET and state taxes? 

• Our pricing strategy is not related to tax issues. 

• Excise taxes affect the total industry volume. Our action will affect only 
the premium brands segment of the industry. 


11. What do you think your competitors will do? 

• We did what we believe was necessary to protect our premium brands. 

You’ll have to ask them about their plans. 
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12. Will lower prices induce teenagers to buy Marlboro? 

(new) • Just let me make it clear that Philip Morris doesn’t want youth to smoke. 

We actively support legislation that makes smoking illegal for those who 
are under 18 years old, and we work with retailers to make sure they 
understand and obey the law. We are scrupulously careful that all our 
marketing practices do nothing to attract youth. 

• We don’t believe that people under the legal age who smoke base their 
decision on price. Nor do we believe our promotional program for 
Marlboro will motivate young people to start smoking or switch to our 
brand. 

13. By holding prices, aren’t you admitting that Marlboro is in trouble? 

• Last year, we sold over 6 billion packs of Marlboro - down about 6% from 
1991. 

• Every one of those consumers could have bought a pack of discount 
cigarettes at half the price, but they chose Marlboro. No other consumer 
product on earth could have achieved that result. 

• Marlboro wants to grow and can grow, if we reduce the price gap. That’s 
what we intend to do by this action. 

14. But why specifically freeze prices? Do you think it’s the best technique? 

• We believe increases in premium prices will prevent the narrowing of the 
price difference with discount cigarettes, and undercut our ongoing price 
promotion efforts with Marlboro and our other brands. 
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15. If this actiion does not work, will you drop Marlboro’s price? (or any other 
hypothetical question). 

• We believe this will work. We intend to make it work. Our top priority is 
to put Marlboro back on its growth trend and we believe this will do it. 

General - PM USA 

16. What are the reasons for the restructuring of PM USA that was first announced 

in December 1991? How is it going? How long will it continue? 

• Restructuring was designed to enable us to compete more effectively in 
the market place. 

• The industry and its market place these days are very different from what 
they were. Intense price competition and growth of discount segment 
require us to be more productive and keep our costs competitive. 

• Restructuring has affected only a few hundred workers (as of November 
1992), mainly through natural attrition. There have been no major 
layoffs. Employee cutbacks have been very small by other company 
standards. 

• PM USA currently employs about 11,000 workers in Richmond, about the 
same number as five years ago. 

• Consistent, systematic review of the work force is an ongoing process. 
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17. How is Philip Morris responding to today’s value-oriented consumer? 

• We recognize that the consumer of the 90’s is looking for price rather 
than quality. To coin a phrase - “to buy cheap is chic.” 

• Our strategy is to add as much value as possible to our premium 
products, by emphasizing its quality, its unique characteristics, its 
packaging and its reliability. 

18. How can we continue to increase profitability over the next ten years? 

• Despite a 2 to 3% annual decline in premium cigarette sales, this is still a 
huge market. Other industries, such as coffee, are declining at a faster 
rate. 

• Strategies are in place which are designed to: 

• increase revenues 

• continue to cut costs 

• expand sales abroad 

19. Will smoking restrictions adversely affect sales? 

• There are already smoking restrictions in a vast majority of states. 
However, the increase in smoking restrictions over the past few years 
has not accelerated the rate of decline in cigarette sales. 
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20. How much would smoking decline if cigarette prices were raised dramatically? 

• There is a considerable difference in the effect of small periodic price 
increases and a large one-time increase. At the least, it would 
encourage smuggling. Contraband leads to loss of revenue on the one 
hand, and to greater expenditures for law enforcement on the other. 

• Economists calculate that a 10% price rise induces a 4% drop in 
demand. 

• A large price rise can reasonably be expected to lower consumption. 

21. Last February, President Clinton held a press conference on health care, at 

which it was suggested that raising taxes on tobacco could help pay for this. 

Several CEO’s were in attendance, including Mr. John Reed, a member of 

PM’s Board. What was Mr. Reed’s reaction? 

• Mr. Reed can comment on that. Obviously he was unaware that such a 
suggestion would be made when the conference was called to discuss 
health care. We consider the suggestion unwarranted. 

22. Why is PM USA importing more tobacco? 

• PM USA is the largest purchaser of US tobacco. US leaf is the backbone 
of our blends. However, discount brands now account for more than 
28% of the US cigarette market. More imported tobacco is blended into 
these discount brands because of price differential between imported 
and domestic leaf. 

(continued on next page) 
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• We intend to work with US tobacco growers to find a way for them to 
participate in discount market segment. 

23. Why does PM USA support the federal tobacco program? 

• Tobacco support program assures a steady supply of tobacco at 
relatively stable prices. 

24. What is PM USA doing to produce a commercially marketable “ fire safe ’’ 
cigarette ? 

• Our R&D dept is working on the issue of reducing the ignition propensity 
of cigarettes. 

• Also, PM USA is currently participating in a Technical Advisory Group 
mandated by Congress to assess practicability of developing a 
performance standard to reduce cigarette ignition propensity. Group’s 
final report to Congress due August 1993. 

25. In 1987, PM USA participated in government-funded study that concluded that 
the development of a fire safe cigarette is “technically” possible. Why hasn’t PM 
USA marketed such a cigarette? 

• Cigarette technology can make cigarettes less ignition prone, but so far is 
not able to make them acceptable to consumers. 

26. Why did Kraft agree to participate in the “Great American Smoke-Out Health 
and Fitness Fair” in Richmond? 

• This was a decision by one individual. Obviously, it was a mistake, and 
we did not participate. 
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27. At the RJR meeting Father Crosby asked what was being done to ensure local 
enforcement in Wisconsin of regulations regarding tobacco sales to youth. 

(new) • Our people in Wisconsin report that there is nothing specific happening 
there to which Father Crosby could be referring. 

If Father Crosby is asking what w£ are doing in the State of Wisconsin to ensure 
enforcement of the ban on the sale of tobacco products to minors, then the 
following answer would be appropriate: 

• We have distributed 87,621 “It’s The Law” kits to retailers. 

• We have distributed 1.9 million “It’s The Law” kits to retailers throughout 
the USA. 

• In Wisconsin, we are working with the Retail Association to ensure that 
its members are aware of the laws, and that they obey them. 
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PM INTERNATIONAL 

1. What is the extent of PMI’s business in developing countries ? Is PM targeting 
these countries? 

• While PM has been in a number of developing countries for many years, 
more than 90% of our worldwide cigarette revenues are still generated in 
the 24 most industrialized nations (OECD members). 

2. Are US cigarette manufacturers selling higher “tar” and nicotine cigarettes in 
developing countries? 

• No. PMI’s export cigarettes are virtually identical to those sold here, 
except where local laws call for product modification. (In those cases, 
“tar” and nicotine levels are actually lower for exported product). 

• Our policy for cigarettes produced abroad is to make our brands as 
similar to US product as possible. 

• In a few countries, “local content laws” require the use of locally grown 
tobacco leaf, which may result in minor differences in “tar” and nicotine 
levels compared to US products. 

3. We read about your new tobacco investments in Eastern Europe and Central 
Asia . Isn’t this just another example of you taking advantage of peoples in the 
Third World? 

• It’s more a question of providing better products than taking advantage. There 
is a tremendous pent-up demand for western products, and for the first time the 
goods are available. 

• Consumption in itself is not increasing, but the opportunity to make a 
choice is. In fact, local products have higher tar and nicotine content, and 
the consumer can now choose what he prefers. 
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4. When do you think that you will make money in Russia ? 

• We already are, both in Russia and other republics of former USSR 

• As economic conditions improve, we plan to offer a broad range of PM 
products. 

5. The Russian government owes PM money for earlier cigarette shipments. 

What are you doing to collect? 

• We give high priority to collecting funds owed for 1990/1991 shipments 

• Continuing to explore various options, including taking exportable 
commodities, in order to resolve issue successfully. 

CONFIDENTIAL: Unsecured receivable is US$ 73 million, plus a remaining 

DM 25 milllion receivable of our German affiliate, which was covered by a 90% 

guarantee of principal. Reserve has been established against full amount of 

unsecured amounts. 

6. What are the benefits of US tobacco exports? 

• In 1991 alone, US tobacco industry produced trade surplus of almost 
US$5 billion, and provided over 265,000 American jobs. 

• US cigarette exports are result of strong consumer preference around the 
world for high-quality American cigarettes. 

7. PM cigarettes, particularly Marlboro, are a favorite target for counterfeiters. 

What is the company doing about this? 

• Counterfeiting of cigarettes is extremely rare because of industrial 
installations needed to manufacture modern cigarettes. 

• No company is more vigorous in protecting its trademarks than Phiiip 
Morris. We will always react promptly and forcefully to protect our 
trademarks where there is any question of their unauthorized use. 
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8. Is it true that PM products are smuggled into various countries through 

unauthorized channels? 

• Yes. The company does not condone illegal activity and fully cooperates 
with the authorities to assist them in addressing this problem. 

• The problem arises from high cigarette taxes and is likely to increase if 
still higher taxes are enacted. 

9. Is PM aware of fraudulent transactions that have been occurring in the 

unauthorized offering of products it manufactures? 

• Yes. We are very much aware of the problem. 

(new) • One result of the extremely high taxes on cigarettes has been an 

increase in the contraband trade. This, in turn, has encouraged criminal 
elements to offer cigarettes when they do not have them to sell. In 
addressing this problem, the company cooperates with customs and law 
enforcement agencies and with the International Maritime Bureau. 

• We also help banks which issue letters of credit, and carriers insuring 
transactions in trying to identify those offers which are fraudulent. 

10. Has company policy changed regarding doing business in South Africa ? 

• We are closely watching the situation but have not yet made any 
changes in our policy. 

• Neither Philip Morris Companies Inc., nor its subsidiaries owns any 
factory, employs any people or operates any business in South Africa. 

We do have a few license agreements for food and tobacco products, 
which go back many years, but the royalties from these agreements are 
relatively insignificant. 
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11. The GAO prepared a report on “Advertising and Promoting US Cigarettes in 
Selected Asian Countries ." What were its findings? 

(new) • The report found a dichotomy between U.S. trade and health policies, but 

said that our government’s trade and health authorities agreed that U.S. 

cigarette exporters should have a level playing field as they compete 

abroad. Most importantly, the report, based on a t wo-year study, did nal 

support the assertions most frequently made by anti-tobacco activists. 

Specifically: 

• The GAO said that it could not conclude that U.S. cigarette 
companies were targeting children and non-smokers. 

• The report found that cigarette advertising and promotional 
activities could ngi be isolated as factors causing people to start to 
smoke. 

12. How does the war in the former Yugoslavia affect our business? 

• Business as usual where possible. We have restructured our business 
in Slovenia, Croatia and Macedonia. Serbia and Montenegro are closed, 
due to U.N. sanctions. Operations in Bosnia and Herzegovina have 
ceased. 
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General Q & As post-April 2 


Candor/Deception 

• How could you have sent out an Annual Report which paints such a 

favorable picture of the company’s future and then a few weeks layer tell us 
that the whole US tobacco business is in the tank? 

Report went to press when consumer confidence 
was higher and trends more favorable, weeks before 
we had sufficient information to make the decision 
and announce it publicly. 


Now that you’ve been chairman for over a year, do you believe that tobacco 
executives tell the truth? Have they engaged in fraud in the past? 

There is an anti-tobacco lobby that would like you to believe 
otherwise, but we are extremely careful about our 
communications. We want it to be clear, concise and 
accurate. That's the way it is now, and from everything 
I have seen, that is the way the company has been run 
well before I arrived. 


• Generic Answer : First, as we pointed out on April 2, the factors leading us 
to conclude that the pricing actions we took were necessary became clear only- 
after the Annual Report had gone to press. As consumer confidence was improving 
late last year and in early 1993, the situation looked as though we would be seeing 
improvement in the sale of our premium brands. 

The information we provide shareholders, the public, the media and anyone 
else is as clear and as candid as it can be at the time it is offered. We, in this 
country, are in an extremely challenging and dynamic period of time. Given the 
rate at which things change, we are all going to have clearer vision looking back 
than we will looking forward. However, we will make every effort to tell you, as 
shareholders, what we know, when we know it. 

To the broader point of whether we are candid, let me say without 
equivocation that my colleagues in the tobacco industry are as forthcoming a 
group as any I know in industry and elsewhere. The whole industry has been 
subject for years to criticisms for alleged lack of candor when we will not embrace 
our critics’ point of view. But, our statement are not made untrue by our critics’ 
failure to believe them nor are they made less true through repetition.. 

April 23, 1993 - 1:54 PM 
Page 1 
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Change in Leadership 


Given the performance of the company, shouldn’t you resign? 

I believe in the course we are on and believe it is in the 
best interest of the company and the shareholders. 

I am committed to making all of our strategies work and 
/ am committed to enhancing shareholder value over the 
longer term. 1 have no intention of stepping away from 
this challenge. 


Doesn’t this prove a food person can’t run a tobacco company? 

Actually, some of the challenges with regard to 
protecting our brand franchises are looking remarkably 
like challenges the food company has faced. 

I think we have a very strong foundation of management 
talent and experience running the operating units and 
the corporation. 


If you weren’t chairman, would you vote to retain the management of this 
company? 

Yes. 


Can you give me three good reasons we should vote to retain you? or, the 
current directors? 

Let me simply say that the kind of challenges we are facing today 
are in no way unique to our company. In our Board and in our 
management group I believe we have a very broad range of 
experience in the individual lines of business we are in as well as in 
assessing' global strategies for growth which will serve the 
shareholders ’interests very well in the future 


cr? 
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• Was the Board of Directors asleep at the switch? 

No. They are regularly informed of significant business developments 
within each of the operating units and they thoroughly reviewed and 

agreed with 

the most recent pricing strategy announced earlier this month. 


• If this plan doesn’t work, will you resign? 

I will not resign. 1 am here to find solutions, not walk away 
from challenges. 

• Generic, Answer : Decisions about who leads the company, compensation 
and rewards or penalties for performance rest with your Board of Directors. The 
outside directors are a very> distinguished group of individuals with a broad range 
of business experience. The Board is a very active group that meets formally at 
least 11 times a year. There are several times more committee meetings and 
discussions about the issues your company must confront. 

I believe that the actions we have taken are in the best interest of the 
company and its fiture, or I would not have recommended them. I will continue to 
make judgments based on what I believe to be in the company's and the 
shareholders ’ best long term interests. 

Ultimately, your Board of Directors must decide whether the direction set by 
me and the management team is the proper one and whether those of us in the 
positions we hold today are the right ones for the job. 

I should note that the PM USA pricing strategy which we recently 
announced was thoroughly reviewed with and endorsed by the Board, as is any 
business decision of significance. 


Compensation/Perks 

• Given the performance, don’t you think you are grossly overpaid? 

Compensation for me and other senior officers is 
determined by the Board. They take into account the 
performance of the company when making their 
determinations. 

April 23, 1993 - 1:54 PM 
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Will you take a cut in compensation? 
(Same answer as above.) 


• Will you stop flying on the corporate jet? 

The aircraft support the efficient conduct of our business activity and I 
will continue to use them. ■ 

• Qerjgrfi Apyw^rj Compensation issues are decided by the Board. The 
report of the Compensation Committee which appears in this year’s proxy 
statement explains fully the way in which such decisions are made. Use of the 
company’s assets such as aircraft is determined on the basis of how best to conduct 
the company’s business. 


Making the Pricing Strategy Decision 

• Whose decision was it to take this drastic action? Did you endorse it? Did 
the Board understand it? Did anyone consider the consequences? 

PMUSA recommended the strategy. It was thoroughly 
reviewed and discussed with the corporate management. 

And, it was reviewed and endorsed by the Board. The price 
gap issue has been discussed at great length 
over the past several months, so the topic and the 
nature of the problem was not new. Having seen the 
trends since the first of the year, we all believed that 
the action recommended was correct. We continue 
to believe that this was a good decision. 
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Wasn’t it idiotic to announce a price cut of Marlboro while the Clinton 
Administration is considering an excise tax increase? 

The Clinton Administration schedule seems to be slipping 
and we believe that the price gap issue is one that must be 
addressed independent of any policy or tax changes 
coming from Washington. In any extent, a final decision 
on excise tax increases are many months away at best. 


• Who got the company into this mess? Is Hamish Maxwell to blame? 

No single person is to blame....certainly not Hamish Maxwell. 

The price gap issue in tobacco may be a relatively new 
phenomenon for this industry, but it has been something that 
many consumer packaged goods companies have had to 
deal with for many years. Much of the problem really results 
from national economic trends and more price conscious consumers. 

• Generic Answer : The strategy to regain market share for anyone of our 
products must be developed within the operating company running the business. 
There was no exception in this case. There was involvement throughout the 
process by corporate management to understand the options, the recommendation 
and the expected outcomes. In the end, the management of both PMUSA and PM 
Companies took the recommendation to the Board. The Board had been briefed 
over the past several months on the volatile pricking environment in the industry 
and the strategies that might have to be taken under various scenarios. The issue, 
therefore, was very familiar to them and the logic of the recommendations from 
PMUSA was clear. The Board concurred with the recommendations of 
management believing them to be in the long term best interest of the company and 
the shareholders. 
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Announcing the decision 


Why did the financial analysts learn about this first? Was this to help the big 
institutions get out first before ordinary loyal shareholders know what was 
happening? 


• Generic Answer . We determined that the decision should be announced as 
soon as it was made_ . It was our belief that the best way to make known our new 
pricing strategy was to inform the analyst community' and the media 
simultaneously. The company’s officers participated in face-to-face briefings and 
question and answer sessions with investment analysts, fund managers and brokers 
as well as the financial press. We sought to insure that accurate information went 
to as many people as possible, as fast as possible and tried to insure that it was 
transmitted before the markets opened. 

Let me stress that our announcement on April 2 was made before the market 
opened. It was made to the analysts and immediately thereafter to the financial 
media so that everyone would learn of our decision as soon as possible. 


What’s Ahead 


Is this the beginning of a nightmare? What about our other brands? 

To be honest about it, today’s consumer is looking for 
value like never before and, while I wouldn ’t call it a 
nightmare, I will tell you that all consumer products 
companies are going to be challenged like never before. 


If you think Marlboro can’t maintain its market share without a 40 cent price 
drop, what do you think will happen when Clinton raises the price $1 to $2 a 
pack? 


First, such a tax increase is exactly what the economy does not 
need. It would be regressive and it would cost jobs. Not just 
in our industry, but in convenience stores and others who market 
cigarettes. 
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The tax increase would, of course, raise the price of all cigarettes. 
The consumer would find the price gap less significant, which 
might help our premium brands in some ways. 


Most troubling 

would be the growth of contraband, a phenomenon people are 
just beginning to understand in Canada. This problem brings 
with it organized crime and other law enforcement related 
issues. 


Last week you announced someone was going to take over worldwide 
tobacco. Will he get rid of the PM USA management? 

Geoff Bible is coming to build on the global nature of 
our tobacco business. He and I both have confidence 
in the management of PM USA. 


Given all the problems facing the tobacco business, have you considered 
getting out of the business? 


It is hardly something we would walk away from. In many 
respects the strength of the worldwide tobacco business 
is not fully appreciated. The cashflow generation from 
our tobacco business has tremendous value and we hope 
going forward it will be better understood. 


Have you thought about splitting up the company? 

Every year we engage in an exercise that examines the 
strengths and weaknesses of the company. If there is ever 
logic to such a dramatic move, we would recommend it 
to the Board for their consideration. We have not 
done that. 
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• Have you thought of splitting the stock into tobacco and food issues? 

Again, not something management has recommended. 

We are watching the RJR approach but have not seen anything 
yet to suggest it would enhance our shareholders’ value. 

• Generic answer : What you are asking is “what is ahead?” All I can tell 
you is that we are very dedicated to the task of implementing our new pricing 
strategy and regaining our share of the premium tobacco business. I believe that 
we have the talent and the strategy to be successful; however, the market place is 
full of uncertainties and we will constantly look for ways to improve our plan as 
well as looking at options to enhance shareholder value. At this time I cannot 
comment on an option that we do not have under consideration. 


Misc. 


Andy Rooney said on 60 Minutes that he can’t see how tobacco company 
executives can live with themselves.how do you respond to that? 


• Ggngr/c Answer : The kind of commentary that many in the media offer is 

offensive. We market our tobacco products to adults who choose to purchase them. 
We conduct ourselves in a professional and absolutely ethical manner. I am proud 
to be Chairman of this company and proud to work with the fine people who work 
at Philip Morris. 


Issue Specific Questions — (Answers to be developed from final script) 

• How much will the dividend increase this year? .if you can’t say it will 

increase, can you rule out a decrease? 

• How many shares of stock is the company planning to buy back this year? 
Do you still have confidence in the stock? 


April 23, 1993 - 1:54 PM 
Page 8 
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LAST MINUTE Q&A’s 


The following Q&A’s were prepared following the April 2 announcement, in response 

to questions and comments from analysts and shareholders. 

It is divided into two sections: PM - Corporate and PM USA. 

PM - Corporate (Note: PM USA is in next section, immediately following this) 

1. Since January the Company has lost $13 billion in value and has projected a 

$2 billion reduction in earnings in 1993. What value do your shareholders get 

for your April 2 decisions? When do we get to see the benefit? 

• This has been one of the most volatile periods in history for our company 
and our shareholders. We recognize that, in large measure, our 
decisions have caused this volatility. 

• However, we believe that in the longer term these very difficult decisions 
will result in a far stronger tobacco business. 

• We believe that the price gaps between premium brands and discounted 
cigarettes jeopardized the business. Our April 2 action will reduce the 
gaps and will result, we believe, in a vital and growing business. 

2. Why has the Company stopped buying stock? 

• The Company suspended its stock repurchase program until April 23, 
three days after the date of the first quarter financial report, v A 
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3. 


(new) 


4. 


Why is it that the Company’s operating cash flow will be relatively unaffected in 
months to come while, at the same time, earnings are projected to be down 
substantially? 

• We expect that operating income from our other companies will increase 
in 1993, partially offsetting lost operating income in U.S. tobacco. 

• We expect to see improvements in working capital as well as in other 

non-cash items including depreciation and amortization. 

I am not fond of surprises. We read your press release of January 7 in which 
you were encouraged by market trends. Your analyst presentations late in 
January supported that position. The March annual report gave a glowing 
summary of the business. Then you dropped a bomb on April 2. How could this 
happen? 

• The January 7 release and our presentations to the analysts were 
cautiously optimistic; trends in the market place suggested that there 
would be inceases in profitability and slow growth in the discount 
product. In a short period of time, each of these trends went sour. 

• The annual report which you received in mid-to-late March was prepared 
in galley form in mid-February, and went to press in early March. This 
was at or about the time when we discovered that the price gap between 
premium and discount price cigarettes had widened rather than 
narrowed. 

• Believing that we could remedy the situation, we raised the price of 
discount brands. We were wrong, but took this action still believing that 
the trends we discussed were sustainable in the market place. 

• Our April 2 price promotion action resulted from our recognition that 
premium pricing had to be corrected. 
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5. If FET is increased substantially on January 1, 1994, will our company’s tobacco 
earnings be up or down in 1994? 

• First, we will strongly oppose increases in the federal excise tax this year 
and in years to come. Such a tax is regressive and has its greatest 
impact on those who can least afford to pay. 

• But there is little doubt that a high FET would have a negative impact on 
volumes and earnings. 


6. If you assume a high FET in years to come, would it not be better to increase 

premium prices now, maximizing profitability until the business succumbs to the 
higher prices of the product? 

• No. We believe that this industry will be around for many years to come 
and that our company, with its well known trademarks and record of 
performance, will continue to produce a level of earnings that will make it 
attractive to investors. We are committed to the tobacco business and 
have no plans to cash-out our premium products for profits. Such a 
strategy would be irresponsible and not in the best interests of our 
shareholders. 

• We acted to produce a reduced price at retail now because we cannot 
afford to wait-and-see what the FET will be. We continue to think that this 
is the best course. 
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7. What action is management taking to get the share price up and to improve 

shareholder value -- are you considering classes of stock? What drastic action 
was Mr. Miles referring to earlier? 

• We will do whatever we must do -- reasonably, responsibly -- to enhance 
shareholder value. 

• The best way to increase our value to you is to improve financial 
performance. 

• PM was built upon exceptional financial performance, we will get back to 
basics. 


8. Are you a takeover candidate? 

• I assume you know that no company is immune to takeovers. However, 
we do not think so. Our current share price multiplied by the number of 
shares outstanding , plus a substantial premium together would put us 
out of reach of virtually any raider. 

(new) • Co. has 935,320,439 issued shares, including the 57,728,748 in 

Treasury. The outstanding shares are 877,591,691. At $50 a share, 
market capitalization is $43,879,584,550. 
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9. There are analogies between your current cigarette problems and your 

cheese problems of a year ago. With branded cheese you raised prices to 
improve volume and share against chains’ own brands. You tried the same 
thing with cigarettes. In both cases you failed because COB cheese and 
discount cigarettes took a price reduction. 

Then you price promoted branded cheese, just as you are promoting premium 
cigarettes. With cheese it failed, and you had to take a list price reduction. If 
your price promotion strategy fails with cigarettes, what will you do? 

• Offering promotions to reduce the price of cigarettes at retail is only one 
of several things we might do. 

• For competitive reasons, I cannot list these things for you. 

• As I have said previously, rest assured that we will do whatever we must - 
reasonably and responsibly - to return to premium profitability. 


10. Will you cut the dividend? 

• No. There are no plans to reduce dividend. 


11. Will you raise the dividend? 

• We believe there will be room for dividend increases over the next five 
years, and we expect that increases, if any, will be in accord with 
earnings growth. 
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12. Aside from U.S. tobacco operations, how are the company’s other operations 
doing? 

• We expect good operating performance and growth from each of the 
other operating units of Philip Morris Companies. Recently, investor 
concerns have focused on issues affecting the domestic tobacco 
industry, but what is being overlooked is the growth and improved 
profitability of our international tobacco business as well as our 
worldwide food, beer and financial services operations. 

13. Given the growing number of concerns with respect to the U.S. tobacco 
business -- the potential increase in federal taxes, growing discount segment, 
litigation, increased anti-smoking activism -- will the Company shift its focus to 
markets abroad? If so, how will this affect earnings? Can the Company 
compensate in volume for the lower average profit per pack sold overseas? 

• As to shifting focus, the answer is no. We believe that, with the 
appropriate strategies, there is room for substantial growth in the U.S., 
although we also recognize that our growth potential overseas is quite 
attractive as well, particularly since Marlboro, for example, is the most 
highly recognized, successful and profitable consumer brand in the 
world. 

(new) • We are aware of the size of overseas markets and their potential 
profitability. 
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14. In light of the RJR stock-targeting announcement, have you considered taking a 
similar action? 

• We are constantly reviewing our strategic alternatives to ensure that we 
grow the company in ways that best serve our businesses and 
shareholders. Beyond this, any discussion of strategic alternatives is 
purely hypothetical and it is our policy not to engage in such discussion. 

15. How do you expect the company’s balance sheet to look at year-end? 

• We believe our balance sheet will be strong, reflecting a modest 
improvement in our debt equity level to about 1.25 to 1 for our consumer 
products business. 

16. Are there any signs that you are facing the same problem in international 
cigarettes? 

• Over the years we’ve had a number of these situations around the world, 
and we have dealt with them with similar strategies and generally have 
been successful. Today we are fighting a price situation in France. 

17. Will the rating agencies downgrade your credit ratings? 

• The rating agencies did not change our rating. 
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18. Do you expect layoffs and other cost-cutting moves? 

• We have no special plans as a result of the new marketing strategy for 
Marlboro. 

• We have been reducing costs in all our businesses where it makes 
sense to do it. 

• We look at all aspects of our businesses in order to remain competitive 
and stay efficient. 

19. Will Philip Morris continue its investment/expansion plans in 1993? 

• We are funding $2.8 billion of various acquisitions, virtually all of which 
were announced or committed to last year. In addition, we invested $1.2 
billion in share repurchases during the first quarter of 1993. Altogether, 
this gives us a full plate for this year. 

20. What is the status of the shareholder lawsuits that have been filed alleging that 

the Company intentionally misled shareholders about the financial status of the 

U.S. tobacco operations? 

• Several actions have been filed naming the Company and three of its 
officers as defendants in shareholder class action litigation which alleges 
improper disclosure of the effect of discount cigarette competition on the 
company’s cigarette business. Counsel have been retained to represent 
us in this matter. The cases will be defended vigorously. 

• We do not believe there is a legal basis for these suits. 
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21. What does the capital spending budget for 1993 look like? 

• Our capital spending will be those items needed to grow the business 
and will not be different than previous years. 

22. How does the volume of Marlboros overseas compare to the U.S.? 

(new) • In 1992, Marlboro shipments in the U.S. were 232.0 billion units, and 
overseas 124.9 billion units. Total: 356.9 billion units. 

23. What is “good will”, and how will Philip Morris’ 1992 acquisitions reduce 1993 
earnings? 

• Good will is incurred under the purchase accounting method and 
represents the difference between the purchase price and the book value 
of the company acquired. Good will is amortized over 40 years, or, put 
another way, 2 1/2 percent purchased good will is charged against 
earnings without the benefit of a tax deduction. The good will charge to 
earnings for Philip Morris in 1992 was $521 million. 

24. How will Philip Morris be affected by the Financial Accounting Standards 
Board’s new requirement that, starting in 1997, companies will have to take a 
charge against earnings when they grant stock options? 

• It’s too early to define this charge since our plans for any stock option 
grants in 1997 have not been authorized at this early stage. 
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1. How long do you plan to maintain current prices on premium brands (the 
“freeze”)? 

(new) • On April 2 we announced that we expect to forego any further price 

increases on premium brands for the foreseeable future. We took this 
initiative because we have observed that Marlboro and our other 
premium brands will grow when the price differential between them and 
discount brands is narrowed. 

• We will not increase prices until Marlboro’s growth resumes and the 
price differential reaches a reasonable level. We will assess the 
situation continuously. For competitive reasons, we don’t intend to 
discuss other aspects of the plan publicly. 

1A. The price hold seems to substantiate the threat of the growing discount segment 
of the cigarette market. In fact, some sources estimate that by 1996 the discount 
segment will comprise 50% of domestic cigarette volume. How does Philip 
Morris plan to deal with the erosion of gross profit margins as the discount 
segment continues to expand? 

(new) • The strategy we announced on April 2 is designed to increase our market 
share and grow long term profitability in a highly price sensitive 
environment. 

• First, we will execute extensive price promotions to reduce the average 
price of Marlboro to a level that has been proven to be effective in 
encouraging consumers to make brand selections based on brand 
preferences rather than price. 

(continued on next page) 
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• Second, we will expand the Marlboro Adventure Team promotion to 
increase further the visibility of Marlboro and consumer involvement with 
the brand. 

• Third, we will intensify efforts to obtain market share in all industry 
segments and will expand the distribution of PM’s discount brands. 

• Finally, we will forego any further price increases on premium brands for 
the foreseeable future. We are confident these actions will produce 
stronger income growth and premium market share over the longer term. 

2. You have mentioned a “multi-phase program.” What are the other phases, and 
when will you implement them? 

• We’ll announce further actions as it becomes appropriate to do so. 

3. You say that the Company plans to undertake aggressive marketing programs 
across the board. Will you elaborate on what these programs will entail? 

• Not at this time, for obvious competitive reasons. We will do so at the 
appropriate time. 

4. How do you plan to promote the discount brands? 

(new) • We will inject trademark value in our discount brands so consumers 
will be encouraged to make their brand selection based on brand 
preferences and trademark value rather than price. We will also expand 
the distribution of discount brands. 
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5. With a price freeze on premium brands, should the federal government impose 
heavy taxes on cigarettes, wouldn’t this severely undermine the profitability of 
the U.S. tobacco operation in 1993? 

• We hope to establish through our products a broad array of alternatives 
in terms of both price and brand image, which will enable us to continue 
to grow market share in every category we address. 

6. Why are you price promoting instead of just lowering prices? 

• Price promotions are a temporary or pulsed activity which do not have 
the finality of lowering prices. They provide tactical flexibility. 

7. You’ve,talked about Marlboro -- what about the other premium brands? 

• While our focus will be primarily on Marlboro, the other brands will 
receive appropriate price promotion support. 
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8. Why aren’t you also cutting the prices on Benson & Hedges and Merit? Isn’t it 
because they are brands that are not popular with kids? And that the real 
growth in Marlboro is in attracting a new, younger generation of Marlboro 
smokers? 


(new) • We announced on April 2 that we would forego any further price 

increases on all our premium brands for the foreseeable future, including 
Benson & Hedges, Virginia Slims, Parliament and Merit. We intend to 
continue to promote and add value to all our premium trademarks. 

• Periodic price promotions that will allow our consumers to purchase our 
premium brands at lower prices will be part of the promotional mix as it 
has been in the past. We will be more aggressive with Marlboro 
because it is our number one brand. 

• We are taking these and other actions to increase market share and 
grow long term profitability in a highly price-sensitive market 
environment. Philip Morris doesn’t want youth to smoke. We actively 
support legislation that makes smoking illegal for those who are under 18 
years old, and we work with retailers to make sure they understand and 
obey the law. We are scrupulously careful to ensure that all our 
marketing practices do nothing to attract youth. Participation in our 
promotional programs is limited to smokers 21 years of age and older. 
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• We don’t believe people under the legal age who smoke base their 
decision on price. Nor do we believe our promotional programs for 
Marlboro will motivate young people to start smoking. 

9. Do you have evidence that this action will stabilize premium volumes? 

• Yes — in test market. We were very encouraged by the results. 
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10. How long will it be until you can raise prices again? 

• We will assess the situation continuously. 

11. Will this move have any effect on the current discussions regarding an excise 
tax increase? 

• We cannot comment on matters out of our control. However, we will 
vigorously fight any proposed FET increase. A large FET increase will 
result in a loss of hundreds of thousands of jobs throughout the country 
and billions of dollars to the economy. We believe that when policy 
makers realize this, a large increase is unlikely. 

12. What should we look for to determine if your new strategy is working? 

• Overall market share progress, premium brand share progress, the mix 
of sales as measured by retail sales dat» 

13. How bad will 2nd quarter volume performance be? 

• The trade will have a natural inclination to take wholesale inventories to 
bare minim urns. We will work to keep adequate inventories. The exact 
impact is difficult to predict, but our volume will be down. 

14. Last week The Wall Street Journal, in an article by Eben Shapiro, mentioned 
that the growth of discount cigarettes was slowing the decline in total industry 
consumption. Will your actions in any way change this? 

(new) • We have no evidence to show acceleration or deceleration in the 
number of adult smokers in U.S. Decline remains at 2-3 percent 
annually. 
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15. How will this new pricing program impact short- and long-term earnings for both 

Philip Morris USA and the Company as a whole? 

• We expect U.S. operating earnings in 1993 to be down substantially, 
which in turn will impact the corporation’s earnings for the year. 

• However, we expect the corporation’s cash flow and earnings to be 
strong. 

• Longer-term, we expect our actions will secure market growth and 
enhance profitability of our U.S. tobacco business. 

16. This seems to be a reactive rather than pro-active step. Why are you doing this 

now? 

• The cigarette industry was one of the last to be hit by the recession’s 
impact on disposable income. Until now, we did not feel that a clear 
trend had been established. 

• We can debate whether this pricing action should have been taken 
sooner. The point is that we are taking it now, we believe it is timely, and 
we fully expect it to achieve the desired results. 

17. Weren’t you really out of tune with the marketplace in underestimating the 

popularity of discount cigarettes - especially in a recessionary environment? 

Why didn’t you make the move before? 

• We would have been irresponsible if we moved too early, just as we 
would have been irresponsible had we waited too long. 

• Marlboro, our core franchise, wasn’t affected until last summer. Last fall, 
we took steps to reduce the price differential between discount and 
premium brands. Early this year we knew the strategy was not working 
and the economy was not improving (continued on next page). 
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• At the same time we were confirming in tests that we did not have a 
franchise problem, that Marlboro still wanted to grow when priced 
competitively, which led to the strategy announced April 2. We believe 
we weren’t too early, and we know we’re not too late. 

18. What do you expect the responses of your competitors to be? 

• We can not speculate about what our competition will do. 


19. Is there a maximum price reduction which you expect for Marlboro? 

• Pricing is a very sensitive area and we can give you no definitive 
response. However, in our limited tests in Portland last fall, we 
discovered that with a price reduction of approximately $0.40 per pack, 
the result was a 4% rate of growth for the Marlboro brand. 


20. Are there any actions which your competition might take to keep prices and 
profits up? 

• We do not know. 

21. If pricing flexibility is limited, then how can you conclude that a price reduction in 
premium brands will work to bring smokers back to Marlboro? 

• Our analysis of past promotions and other research showed that 
Marlboro could grow again if priced at the appropriate level. 

• We confirmed this view in a test in Portland, Oregon that showed, again, 
that Marlboro could indeed grow if the price disparity was brought to a 
more reasonable level [Confidential: under 40 percent]. This particular 
test resulted in approximately four share points of growth. 
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22. How do you prevent the cigarette business from becoming a commodity 
business? 

• We believe that Marlboro is one of the strongest trademarks in the world 
and that with the proper pricing, smokers will purchase the brands. The 
brand has tremendous equity. 

• We believe, and tests demonstrate, that Marlboro wants to grow and can. 


23. What manufacturing results do you expect jjrPM USA for 199471995? 

• We expect that ouTsate of grovythfwill be reduced. 

We expect to hold the linexfrwprices for the foreseeable future and to 
reduce the price of oyrr Dremium br&fids at retail through price^ 


promotions. 




24. Is Philip Morris conceding a permanent reduction in the profitability of the 
tobacco business? 

• No. We will establish an acceptable rate of growth from this new base 
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25. Could Philip Morris USA have implemented a different strategy? 

• The company evaluated what it believed to be every reasonable 
alternative to the pricing action announced on April 2nd. 

• In our opinion, this price promotion action was the most effective of the 
alternatives available. 


26. Will Philip Morris reduce the level of employment in its domestic tobacco 
business? 

• The company will be vigilant in managing its costs. 


26A. 


27. 


Will there be price cuts in discount cigarettes? 

• Philip Morris does not now intend to initiate any price cuts in the discount 
category. 

• We don’t know what our competition will do, but I can assure you that we 
will maintain our competitive position in the marketplace in response to 
any actions they take, which includes pricing. 

• Overall, we will strive to improve our profitability in the discount segment 
and again our share of the category by investing in the equity of our 
trademarks. 

What about second quarter shipments? 

• We expect shipments in the second quarter to be down, reflecting 
reduced speculation in inventories. We believe that the trade would like 
to use Marlboro as its traffic builder. Our April 2nd decision will help 
them to do it. 
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28. Now that the price of Marlboro and other premium brands is coming down, will 
this wipe out the market for discount cigarettes? 

• No. Our initiatives are designed to reduce and minimize the negative 
impact that the discount category has had on our business by narrowing 
the price differential between our premium brands and discounts. 

• Until the 1980s, we had a one price tier marketplace. Today, we have a 
multiple price tier marketplace which is consistent with other markets. 

29. Aren’t you really being hypocritical about how regressive increased excises 
taxes will be on consumers, when you’ve been raising the price eight to ten 
percent each year on your premium cigarettes? 

• Not at all. Pricing is actually set by the dynamics of a free market system 
which include the cost of doing business, economic conditions, the 
willingness and ability of consumers to pay. The market ultimately 
controls the price. If consumers are unwilling to pay a particular price, 
the seller has to decide if it is willing to lower prices to maintain its 
business. 

• Excise taxes are not created by a free market system. They are artificial, 
arbitrary and permanent. Excise taxes are unaffected by changes in 
market conditions such as supply and demand. When they are added to 
the cost of a product, there is nothing that consumers who want to buy the 
product can do about it except pay it. 
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30. How do you respond to the Centers for Disease Control which say that the 

tobacco industry needs to attract more than one million new smokers each year 
to replace those who died or kicked the habit? 

• Philip Morris markets its products only to adults who have made the 
informed decision to smoke. Our objective is to maintain brand loyalty 
among those adults who smoke our brands, and to encourage smokers 
of competitive brands to switch to ours. About 30,000 adult smokers 
switch brands every day. That amounts to about $10 billion worth of 
business a year. 

• As you know, the number of adult smokers in this country has been 
dropping by two to three percent each year. Still, more than 50 million 
adults smoke in this country, and we believe competing for our piece of a 
shrinking pie is a sound means for growing our business. At the end of 
1992, Philip Morris USA had a 42.3 percent share of the overall U.S. 
market and 48.8 percent of the premium market. 


31. In the three weeks since you announced the new pricing strategy, what has 
happened to Marlboro in the market place? 

• It is too early to measure results because our plan was announced only 

three weeks ago. There are a number of major initiatives in the 

marketplace now that should have a positive effect on Marlboro’s share 

and our overall share of the market by the summer. ^ 

o 

Hfc* 

C,~ 

<5 

Ol 

<? 

oo 

isc 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 




- 12 - 


32. What practical impact do you think a 40 cent retail reduction on a pack of 

Marlboros will have on young smokers? 

• We do not know. None of our research deals with people under the legal 
age who purchase cigarettes. And none of our marketing activities are 
directed at people who are under the age of 21. 

• Philip Morris doesn’t want youth to smoke. We actively support 
legislation that makes smoking illegal for those who are under 18 years 
old, and we work with retailers to make sure they understand and obey 
the law (“It’s The Law 1 ’). 


33. How do you answer your critics who say that for every 10% increase or 
decrease in the price of cigarettes, there’s a 12% drop or increase in the 
number of kids smoking? In other words, would a 20% drop in the price of 
Marlboros produce a 20 to 25% increase in the number of kids smoking? 

• We don’t know. None of our research deals with people under the legal 

age who purchase cigarettes. But it would be unreasonable to believe 

that cigarette prices would have a greater impact on minors smoking than 

the existence of civil and criminal penalties associated with the selling of 

cigarettes to minors. 


34. 


How much trouble is the tobacco industry in now? 

• We are very optimistic about the industry. Despite a decade of pressure 
from anti-smoking interests, the industry decline rate has remained stable 
at two to three percent annually. Currently, our market consists of more 
than 50 million smokers, which presents considerable opportunities for 
members of the industry. 
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35. Where do you see the tobacco industry five years from now? What will the 

strength of the companies be like and will there be fewer smokers by 1998? 

• We are very optimistic about the future of the industry. Despite a decade 
of pressure from anti-smoking interests, the industry decline rate has 
remained stable at two to three percent annually. 

• At this rate, we will still have a U.S. cigarette market of over 400 billion 
units and 40 million smokers in the year 2000 -- the largest market 
behind China, and certainly the most profitable. 

36. Can you comment on Marlboro pricing overseas compared to the pricing in the 

U.S.? 

• Every market is different. All pricing is designed to be competitive in each 
individual market. 

37. What manufacturing results do you expect in PM USA for 1994? 1995? 

• We believe Philip Morris is the low cost producer in the industry because 
of cost reductions that began in 1991 and because of our scale. 

• We will continue to improve efficiencies so we can take full advantage of 
the resulting benefits as our domestic market stabilizes and our 
international market continues to grow. 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 


204S757784 






2045757785 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 



Acquisitions and 
Divestment 


2C4^'o7786 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 



ACQUISITIONS AND DIVESTMENT 


(rev. 4/12) 


1. Why doesn’t PM make another big food acquisition? 

• We shouldn’t rule out anything. But there are very few big name 
companies in the US that don’t have significant overlap with 
businesses we already have. 

• Cost of such acquisitions would be high in relation to their benefit 

• Overseas, it is a question of availability. 

• Best acquisitions fill portfolio and geographic needs. These tend to 
be mid-sized ones, such as we pursued in 1992. 


2. Why not spin food off? Beer? 

(new) • We see no reason to do so. We think our diversification into food and 
beer has been successful. 


3. The move to acquire Freia Marabou generated a considerable amount of 

negative publicity in Norway. Is the climate in Europe becoming more hostile to 
mergers and acquisitions? 


• More legal and public interest scrutiny is unavoidable. We have 
been fortunate to secure approval and public favor for ail prior 
transactions so far. 
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Argentina La Montevideana (frozen) 

“ Alimentos Especiales 

Greece Fiesta (conf. & cheese) 

France Grand Mere (coffee) 

Hungary Csemege (choc. & coffee) 

Italy Splendid (coffee) 

Norway Maarud (cheese)) 

Scandinavia Freia Marabou (chocolate) (to be finalized) 

Slovakia Figaro (soft drinks & coffee 

Spain El Almendro (confectionery) 

“ El Caserio (cheese) 

N. America Jack’s Frozen Pizza 

“ RJR Nabisco’s cereal business 

China Guangtong (coffee) 

“ Tianmei (Tang) 

Australia Twin Valley Fromage Frais 

“ ETA peanut butter 



Hungary Egri 
Czech Rep. Tabak 


(continued on next page) 
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BEER ACQUISITIONS 

Mexico Femsa 

Canada Molson 

• 7.8% ownership of Femsa, a holding company for: 

1) beer company - slightly less than 50% of beer market in Mexico 

2) soft drinks - Coke franchise in about half of Mexico 

3) largest convenience store chain in Mexico 

4) one of largest packaging companies in Mexico 

• 20% of Molson Breweries worldwide which includes Molson & Fosters in 
Canada 

• 100% of Molson U.S. import company, second largest importer after 
Heineken. Includes Molson, Fosters and Kronenbourg. 


DIVESTMENTS 

Canada Hostess/Frito Lay 

Germany Knack & Back 
USA Louis Kemp (seafood) 

Calif, vegetable concentrate 
Colonia Heights packaging 
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ADVERTISING & PROMOTION 


(rev. 4/22) 


General (pis. see also last Q. on page 13) 

1. Why doesn’t PM support federal legislation mandating compliance with 
the Voluntary Code on Advertising and Promotion? 

• We do not need another layer of government bureaucracy to tell us to do 
things that we are already doing. 

• Information on PMI’s Marketing Code of Practice is first item under 
Tobacco Issues on next page. 

2. What is PM’s position on legislative proposals that seek to eliminate or reduce 
the tax deductibility of advertising costs? 

(new) • We oppose such proposals and seriously question their constitutionality. 
Advertising is a cost of sales. 

• Like all consumer product companies, PM advertises in order to generate 
sales and revenue, which is subject to taxation as ordinary income. 

• Advertising expenses should be fully deductible as part of the cost of 
sales. 


3. Should legislation be passed to permit the FTC to use its “unfairness doctrine” 

rulemaking authority against commercial advertising? 

• No. The FTC’s unfairness authority is vague, highly subjective, subject to 
abuse and unnecessary. 

• FTC already has authority to deal with false or deceptive advertising 

• (Unfairness Doctrine: The FTC has the authority to prohibit unfair or 
false and deceptive acts and practices. Advertising falls within acts and 
practices. However, the FTC has no rule-making authority to cover what 
it subjectively believes to be unfair advertising which is not false and 
misleading. It is one thing for the FTC to develop standards to determine 
what is false and deceptive, which the FTC has done, but the FTC does 
not have standards for determining unfairness, which is purely 
subjective). 
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Tobacco Issues 

4. What is the PMI Marketing Code of Practice? 

• The code incorporates existing rules and policies that direct how PMI 

markets its cigarettes. Marketing means all advertising, sponsorship and 
promotional activities. 

(new) • Some of the key stipulations of the Code state that: 

1. No advertising shall appear in media directed principally towards 
minors, specifically: 

-- advertising should not be placed on signs or billboards located 
in close proximity to areas frequented particularly by minors, 

-- advertising which runs in movie theaters will accompany 
feature presentations directed towards an adult audience, 

-- where television advertising is permitted, it should appear only 
during the later evening hours. 

2. No promotions shall be directed toward minors, specifically: 

-- PMI brand names and logos shall not appear on items marketed 
to minors, 

-- PMI brand names and logos shall not appear on miniature 
replicas of racing vehicles which are offered to the public or in 
video games likely to be played by minors, 

-- when sponsoring entertainment, the entertainer/entertainment 
shall not be of particular appeal to minors, 

— clothing bearing cigarette names or logos shall be in adult sizes 
only. 

3. No payments will be made for product placement in films. 

4. Direct mail marketing of products will not be directed to minors. 

5. Sampling of products will not be directed to minors. 

(continued on next page) 
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• Compliance is mandatory for all PMI employees and agencies. 

• It supplements existing codes, laws and regulations in countries where 
we do business. 

• In addition, the U.S. tobacco industry adheres to the U.S. Cigarette 
Advertising and Promotion Code which regulates its marketing in the 
U.S. market. 

5 . PM’s new promotion, Marlboro Adventure Team, involves “rigorous physical 

activity.” How does this tie in with the Voluntary Code’s prohibition on the use of 

sports figures? 

• MAT ads do not violate the Cigarette Advertising Code, which prohibits 
depicting an athlete as a smoker or depicting a smoker participating in 
athletic activities requiring stamina or athletic conditioning beyond that of 
normal recreation. 

• MAT ads depict normal recreational activities, horseback, motorcycle and 
4X4 riding and rafting. Some of these activities require both knowledge 
and operating licenses. 

• Marlboro is offering ten adult smokers the opportunity to travel through 
the great American West this fall, as accurately depicted in the 
advertisements. 

6. How is the Marlboro Adventure Team program doing? 

• There is great consumer enthusiasm, and awareness is very high. 

• We have received 100,000 requests for applications. 
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7. How much is the Marlboro Adventure Team promotion going to cost? 

(new) • This is a large scale, multi-million dollar program that incorporates 

advertising, promotion and fulfillment. For competitive purposes, we 
cannot give a dollar figure at this time, but we trust the results will fully 
justify costs. 

• Confidential: It is not possible to give an exact number at this point, 
but costs for MAT from 1992 through year end 1993 are estimated to be 
$265 million. 

• This covers (1) gear fulfillment ($170 million); (2) advertising specifically for 
MAT ($39.2 million); (3) point of sale/displays which includes printing and 
distribution of catalogues ($42.4 million) and Administration/Adventure Team 
trip ($13.8 million). 

• The $265 million does not include costs for advertising, promotions etc. 
that would have occurred during this time frame on behalf of Marlboro if 
the Adventure Team Program did not exist. 

8. What role did Wavne McLaren have in Marlboro advertising? 

• Based on all the information available, we have concluded that Wayne 
McLaren was never used as a principal model at any time in Marlboro 
advertising. It appears that he was a background cowboy in a group 
shot. 
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Is PM stepping away from the Marlboro Man as an advertising figure since he is 
not in the Marlboro Adventure Team promotion or the Marlboro Medium ad 
campaign? 

• No. The Marlboro Man cowboy will remain the anchor and image bearer 
for the Marlboro brand. 

• Marlboro Adventure Team and Marlboro Medium advertising reinforce 
traditional Marlboro images of adventure, freedom and independence 
against a background of the American West. 

• Marlboro Adventure Team is a promotional way of contemporizing 
Marlboro, and allowing customers a chance to live the Marlboro Man 
cowboy experience on their own. 


10. Why did you cancel the Marlboro Grand Prix of New York? 

• We didn’t. It was canceled by Motormarketing International, the event’s 
promoter, who underestimated the cost. 

• PM USA will continue to work with the Mayor and the City of New York to 
develop a Youth No-Smoking advertising program. 
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11. What is PM USA doing to discourage youth smoking? 

• Support state laws establishing 18 as legai age for tobacco purchases. 

• Active participation in industry-sponsored education program “It’s The 
Law” (ITL) to help retailers not to sell tobacco to minors. 

• Aggressively litigate unauthorized use of our trademarks or logos on 
products that appeal to youth. 

• Stringent company code requires all models in our advertising be over 
25 and look it. We never pay celebrities or sports figures to endorse 
cigarettes. 

• Over 25 years ago, ceased advertising in college publications or media 
for primary audiences under 18 years of age. 

• Require anyone receiving branded promotional items through the mail to 
sign certificate that recipient is smoker at least 21 years old. 

• Participate in design and distribution of booklet, “Helping Youth Say 
‘No’”, for use of educators and parents. 

12. What is your objection to placing health warnings on items like hats or T-shirts 

which carry a tobacco logo? 

• Our 1993 Proxy Statement (page 19)addresses this question directly and 
contains a full statement of the company’s position, under the heading 
“The Board recommends a vote AGAINST this proposal." 

(new) • To summarize the company’s position: 

(continued on next page) 
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• We state that PM does not direct its cigarette advertising and promotions 
towards under-aged consumers, and this policy is spelled out in our 
Cigarette Marketing Code. The policy applies equally to PMI 
subsidiaries. 

• Worldwide health concerns associated with smoking are covered in 
warning notices on cigarette packs, and the Company does not oppose 
reasonable proposals for cautionary notices in its advertising. 

• Due regard must be paid to the Company’s competitive position in 
countries where competitors (often a state monopoly) do not include 
warnings in their advertisements. 


13. A shareholder, John Slade, has advised us about three toys bearing the Miller 
and Marlboro trademarks. Below is our letter to him, in case the subject comes 
up at the meeting. 


(new) 


We first became aware of the MARLBORO decorated radio control car in 
the late summer of 1990. It had been licensed and manufactured without 
our knowledge or approval. We took immediate steps to have ail 
production recalled. Fortunately, only 3,000 units were produced, and 
they were all taken off the market. It is noteworthy that you could only find 
a box and a pamphlet in the box showing the MARLBORO version of the 
car. It shows that the cars were removed because of our objections. 

As you know from our previous conversations, Philip Morris has not 
authorized the use of our cigarette trademarks on any toys or any other 
items intended or likely to be used by children, and we actively pursue all 
cases which come to our attention, (continued on next page) 
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In November 1991, MILLER authorized Brookfield Collectors Guild Inc. to 
produce a MILLER-identified collector train set. The license agreement 
stated that the train sets were only to be sold to MILLER distributors and 
employees through direct mail. No sales were to be made at the retail 
level. The agreement also stated that “No licensed MILLER promotional 
products should be distributed through stores that cater to minors.” 
Furthermore, Brookfield was instructed to cover the age suggestion on 
the packaging with a sticker that stated, “Adult Collectible.” The license 
agreement with Brookfield expired in November 1992. 

In January 1991, MILLER authorized Tyco to produce electric and remote 
control MILLER-identified race cars, and a remote control hydroplane. 
MILLER terminated the agreement in April 1991. Tyco was permitted to 
liquidate its existing stock, which was expected to take approximately six 
months. 

I would like to point out that since 1991, MILLER has stopped authorizing 
the use of the MILLER trademark on items that may be attractive to 
minors even though many of these items are generally collected by 
adults. Whenever the MILLER logo is pirated, when brought to our 
attention, appropriate action is taken. 


14. What rules govern our marketing of tobacco products overseas? 
• PM abides by the laws of countries in which we sell. 
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15. There have been reports in Europe of violations of advertising regulations by 
tobacco companies. Was PM involved? 

(new) • Yes, PM has been involved in some instances. But generally these 
cases revolve around differences in interpretations of laws and 
regulations, and we work with the appropriate authorities to resolve these 
issues. 

• As an example: Prior to negotiations with the tobacco industry over new 


4Jr 


marketing guidelines, the Health Minister sent out inspectors to “find” (/ 
violations of the current guidelines. Notices of violations turned out to beC^****' 
based on artificially strict interpretations of the law which had not been 
applied in the past. 


16. What is the status of the proposal to ban advertising in the European 
Community? 

• Current draft EC directive banning tobacco advertising and sponsorships 
still being examined by European Council of Ministers of Health. 

• Four countries (Germany, UK, Netherlands, Greece) still oppose severe 
legislation and favor, instead, a self-regulatory system. 


17. Why does PM continue to advertise cigarettes on TV in some overseas 
countries when this practice has been disallowed in the US? 


PM follows the laws and regulations of every country in which it operates. 
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18. Mr. Miles, Reader’s Digest recently took out a full page ad in which they called 
the tobacco companies “America’s New Merchants of Death”. They charged that 
because of the companies’ aggressive promotions overseas, tobacco will prematurely 
kill 200 million children in the Third World, and 10% of the world’s population. How do 
you respond? 


This is the kind of wild, unfounded and irresponsible statement, with no 
scientific data to support it, that alarms people unnecessarily. No 
responsible scientist would ever make such a claim. 

The article in Reader’s Digest contained numerous errors of fact and of 
interpretation - too numerous for us to spend time on at this meeting. 
However, I would point out that Philip Morris adheres strictly to its own 
Marketing Code on advertising and promotions, which specifically says 
that: 

1) there will be no advertising directed towards minors in the media, 
on signs/billboards in areas frequented by minors, in movie theatres, 
and on most television programs; 

2) there will be no promotions such as brand names or logos on items 
marketed to minors, on replicas of racing vehicles, or on clothing for 
young people. 

PM’s advertising is directed at individuals who have already made the 
decision to smoke. As a practical matter, however, it is impossible for us 
to advertise cigarettes to smokers while, at the same time, shielding all 
non-smokers, including children, from exposure to our ads. 

(continued on next page) 
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(new) • Indeed, an independent report published in December by the General 
Accounting Office of the Congress made two observations precisely on 
the targeting allegation based on research in eight Asian countries. First, 
and I quote, “GAO was unable to determine whether U.S. cigarette 
companies intended to target or to appeal specifically to children or non- 
smokers through their advertising and promotional campaigns.” Second, 
and again I quote, “the advertising restrictions in the reviewed countries 
(including industry self-regulatory codes) usually restrict or prohibit.... 
advertising (to children).” 

19. What is the status of the constitutional challenge to the advertising ban for 

tobacco products in Canada? 

• The TPCA (Tobacco Products Control Act) prohibits advertising of 
tobacco products, prescribes the nature of displays and signage, limits 
sponsorship of cultural and sporting events, prohibits use of trademarks 
on any packaging except tobacco products, and requires warning labels. 

• In July 1991, Canadian lower court upheld a challenge to the Act, finding 
its prohibitions unconstitutional. 

• In January 1992, Canadian appeals court reversed, holding that the 
prohibitions contained in TPCA are constitutional. 

• Imperial Tobacco and RJR-MacDonald, the defendants, intend to appeal. 
It is very likely that the Supreme Court of Canada will hear this appeal. 
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Food Issues 

20. Will KGF be able to conform its advertising with the new labeling rules? 

• In order to achieve harmonization between labeling and advertising 
requirements, GMA (Grocery Manufacturers of America) has called upon 
the FTC (Federal Trade Commission) to issue a policy statement on food 
advertising. 

21. What is KGF’s position in regard to advertising to children, especially with its 

large portfolio of confectionery products? 

• KGFI policy is that advertising be truthful and that it not mislead. 

• Whether confectionery products are consumed by adults or children, we 
insist that advertising message meets same high quality standards as 
product itself. 

Beer Issues 

22. What is Miller’s position on legislation that would require warnings on alcohol 

beverage advertising? 

• We oppose such legislation. 

• The five “health warnings” that would be required under legislation 
proposed by Sen. Strom Thurmond and Rep. Joseph Kennedy would not 
be effective in reducing alcohol abuse. 

• The information in the proposed warnings is already familiar to the 
public. 
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23. Should alcohol advertising be banned? 

• No. People have been drinking beer for 6,000 years. 

• All credible studies conclude that it is not advertising which causes 
alcohol abuse. 

• Miller has ongoing programs to promote responsible drinking, such as 
the national “Think When You Drink” ad campaign. 

24. Urban community leaders contend there is too much alcohol advertising in 

inner cities. Will the Company scale back billboard advertising in these 

communities? 

• Restricting advertising in any form will not impact consumption 
Billboard advertising as such does not cause alcohol abuse, and in any 
case represents less than 1% of total industry’s advertising effort. 

• Issues facing inner cities are much deeper than advertising, a visible and 
convenient scapegoat. They will not be resolved by band-aid solutions 
such as advertising restrictions. 


New Q. (4/22) 

Why won’t the Company conduct a survey of children’s perceptions to 
our cigarettes? 

• We don’t conduct surveys of children. If we did, our intentions would be 
misinterpreted - and probably by you, Dr. Connolly. 
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CONTRIBUTIONS 
Political contributions 


(rev 4/12) 


Phil-Pac 

1. How much money did the Philip Morris Companies Inc. Political Action 

Committee (PHIL-PAC) raise in 1992? 

• In 1992 raised $524,598.88. Carried over $67,255.82 from 1991. 

• In 1991 contributed $542,035.30 including contributions to 291 
candidates for federal office. 

2. How many Democratic and Republican candidates did PHIL-PAC support in 

1992? 

• 179 Democrats ($226,945). 112 Republicans ($126,989). 

• Remaining funds to federal and state committees, state and local 
candidates and operating expenses. 

3. Does PHIL-PAC support candidates for presidential office? 

• No. 

• Confidential: We did make a $5,000 contribution to debt retirement of 
Senator Bob Kerry’s Presidential Committee (at request of Sen. Wendell 
Ford). 

4. What was the cost for administration of PHIL-PAC in 1992? 

• $60,082 for administrative expenses and solicitations. 

(new) • $165,668 for salaries and fringe benefits. This is for one full time and 

one part time clerk plus portions of salary of two other persons, charged 
to PA budget, not to PAC. 

• Relative to receipts, above sums are low. Most company PAC’s come in 
around one dollar in receipts for one dollar of expense. However, we 
raise one dollar for every 43 cents spent. 

• These expenses do not come out of personal contributions. 
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5. Did PHIL-PAC contribute to Senator Jesse Helms in 1992? 

• No. 

Political Conventions 

6. How much did PM spend in direct sponsorship of the Democratic and 

Republican conventions? 

• Democratic: $100,000 to DNC and sponsored lounge in Madison 
Square Garden. 

• Republican: underwrote luncheon for $100,000. 

(new) • At the $100,000 or more level, there were eight corporations for RNC, 
and for DNC there were nine corporations, 11 labor unions, one PAC 
(Pamela Harriman’s) and one Indian tribe. 

7. How much did PM spend on other events for state delegations at the 

conventions? 

(new) • Events (some of them in co-sponsorship with other companies) cost 

$249,000 at DNC and $107,000 at RNC. Larger amount for DNC was 
because the convention was in our HQ city, costs are higher in New York 
than Houston, and DNC delegations are several times larger than those 
to the RNC. 

8. Wasn’t your convention support calculated to win favor with elected officials and 

appointees in order to contain anti-tobacco activity, regardless of who won? 

• PM is an active and proud participant in the American democratic 
process. 

• Our support was in response to requests for assistance from various 
quarters and was consistent with our position as a major American 
corporation. 
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Presidential Debates 

9. How much did PM spend on the Presidential and Vice Presidential debates? 

• PM contributed $250,000 to the Commission on Presidential Debates to 
sponsor the Press Filing Center at each site. 

KGF PAC 

10. How much did KGF’s PAC contribute to Republicans and Democrats in 1992? 

• Total of $40, 649 - $21,649 to Republicans, $10,000 to Democrats, 
$9,000 to other committees. 

Miller 

11. How much did Miller contribute? 

• Miller has two “Better Government Committees in Michigan and 
Wisconsin which contribute to state candidates. In 1992, Michigan 
contributed $4,360 to 26 candidates (17 D, 9 R), and Wisconsin 
contributed $35,963 to 129 candidates (68 D, 61 R). 


Philanthropic Contributions 

1. What were our philanthropic contributions in 1992? 

• The Company contributed $55,000,000 in 1992. 

2. What percentage of income does that represent? 

• It represents 0.85% of domestic pre-tax income and 0.64% of worldwide 
pre-tax income. 
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3. Were contributions made in 1992 to organizations with which members of the 
Board of Directors are affiliated 

• Yes. See list at end of this section. 


4. How much did the Company expend on the arts in 1992, exclusive of charitable 
contributions to arts programs approved by the Corporate Contributions Policy 
Committee? 






Total Cultural Affairs $ 

Total Cultural Advertising 

Total Corporate Contributions to the Arts 


3,911,952 

2,738,000 

12,147,941 


5. Which organizations were the recipients of the largest charitable conttribution 
grant in 1992? 

• Education 

Foundation for Independent 

Higher Education (FIHE) $ 500,000 

• Health and Welfare 

God’s Love We Deliver $ 92,000 

• Culture and Humanities 

Metropolitan Museum of Art 

(Origins of Impressionism exhibition) $1,000,000/4 

• Conservation and Environment 

New York Botanical Garden - 

Institute of Economic Botany $100,000/2 

• Civic and Community 

Libertad, Inc. $200,000 
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Has there been an increase in contributions to organizations involving 
minorities? 


Philip Morris has contributed to a wide spectrum of charitable 
organizations and programs intended to help women, African-Americans, 


Hispanics and other protected classes. 

Support for programs in this area increased in 1992 to $11,033,544 as 
compared to $4,708,328 in 1991. 


Physically Challenged 

Drug/Alcohol 

Elderly 

Minorities 

Women 

Veterans 


$ 681,951 

233,650 
531,135 
8,990,198 
503,610 
93,000 


Total 11,033,544 


7. Has Philip Morris contributed to “Project Awareness”? 

• Yes. In 1992 we made the second installment of a 3-year $375,000 
pledge to the Chesterfield County Public Schools. 
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8. Has the Company contributed to disaster relief appeals? 

• Yes. The Company has an active policy of contributing to disaster relief 
appeals both domestically and internationally, and has budgeted 
$700,000 for 1993. 

(new) • In 1992, the Company contributed $835,000 to disaster relief appeals in 
addition to product donations (i.e. water shipments), as follows: 


Flood in Argentina 

$300,000 

Hurricane Andrew, Florida 

250,000 

Hurricane Andrew, Louisiana 

100,000 

Earthquake, Egypt 

100,000 

Tornadoes, Mississippi 

25,000 

Typhoon, Hawaii 

25,000 

Flood, Montpelier, Vermont 

25,000 

Korean Grocers Assoc., LA civil disturbance 5,000 

ARC Disaster Relief Fund 

5.QQQ 

Total 1992 

$835.000 


KGF Contributions 

9. Does KGF have a charitable foundation? 

• Contributions are now made through the corporate contributions program 
similar to the rest of Philip Morris Companies. 

10. How much money did KGF give to charities in 1992? 

(new) • $16,452,946 in cash donations. (This is included in the overall $55 

million fund of the PM Cos.). 
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11. Does KGF give away product as well as cash? 

• Food products are contributed to non-profit organizations. 

• Second Harvest National Food Bank Network is used as the vehicle for 
making these in-kind donations. 


12. Can you give specifics for KGF’s contributions in 1992? 

• Hunger and Nutrition $3,213,934 

Education 3,199,440 

Culture 1,825,252 

• Also assist non-profit agencies concerned with needs of minorities, 
women and the handicapped. 

13. Why did KGF decide to end its sponsorship of women’s tennis? 

• It hasn’t. At the beginning of the year it completed an agreement to 
sponsor the women’s doubles at the U.S. Open. 

• It did decide not to renegotiate its sponsorship of the worldwide tour of 
women’s professional tennis. The cost of this support exceeds the 
benefit to KGF. 


14. 


How much does KGFI spend on contributions to charitable organizations? 

• Overall budget is approximately $2 million annually 

• Supports variety of activities, such as International Special Arts program, 
the theatre, and especially the Alp Action program for reforestation of the 
Alps in Europe. 
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Retirement 
Date _ 


Director 


Other Directorships 


1992 H. Maxwell 

Chairman of the Executive 
Committee 

Philip Morris Companies Inc. 

Training/Experience 

marketing 


America - European Community Association - $ 250,000 

American Friends of Cambridge University 

Bankers Trust Company 

Bankers Trust New York Corporation 

Cambridge University Development Office in U.S. 

Foreign Policy Association - $ 85,000 
Institute for Advanced Study 

New York Public Library (Honorary Trustee) - $ 101,150 
NY Society for International Affairs, Inc. - $ 180,000 
The News Corporation 
Norton Gallery 

Overseers Cornell University Medical Center 


Retirement 

Date _ Director _ Other Directorships 

1994 J. A. Cordido-Freytes, Ph.D. None 
Member 

Betancourt, Cordido & Associates, 

Caracas, Venezuela, Attorneys; 

President 

C.A. Tabacalera Nacional 

Training/Experience 
law, education 


Retirement 

Date _ Director _ Other Directorship s 


1994 T. J. Moore, Jr. 

Counsel 

Hun ton & Williams 
Attomeys-at-Law 
(Formerly Chairman & CEO 
Dominion Resources, Inc., 
now retired) 

Training/Experience 
law, utilities 


Central Fidelity Banks, Inc. 

Colonial Williamsburg Foundation (Trustee) - $ 31,000 
Dominion Resources, Inc. 

Eron/Dominion Coegen Corp. 

GTE Corporation 

Richmond Renaissance Incorporated - $ 37,500 
Virginia Foundation for Independent Colleges (Trustee) 


1 


Source: https://www.industrydocuments.ucsf.edu/docs/knwlOOOO 


2045757812 



Retirement 

Dale_ 


Director 


Other Dire ctorships 


1995 P. W. Douglas 

Retired Chairman & CEO 
The Pitts ton Company 

Training/Experience 
economics, finance 


George C. Marshall Foundation (Trustee) 

Holmes Protection Group 

International Center for the Disabled (Trustee) - $22,500 
Mac Millan Bloedel Ltd. (Vancouver) 

New York Life Insurance Company 
Phelps-Dodge Corporation 
St. Lukes Roosevelt Hospital (Trustee) - $50,000 
United States Trust Corporation & 

United States Trust Co. of New York 


Retirement 

Date _Director_ 

1996 H. Brown, Ph.D. 

Counselor 

Center for Strategic and International 
Studies (CSIS); 

Partner, Warburg, Pincus and 

Company 

(Formerly: 

Chairman, Foreign Policy Insutute 
The Johns Hopkins University 
School of Advanced International 
Studies; 

U.S. Secretary of Defense; 

General Partner, Warburg, Pincus & 

Training/Experience 

physics, university administration, 

military research, government 


_Othe r ,Directorships 

AMAX, Inc. 

Arnold and Mabel Beckman Foundation 
California Institute of Technology (Trustee) 
CBS, Inc. 

Cummins Engine Co., Inc. 

Evergreen Holdings, Inc. 

IBM Corporation 
Mattel Inc. 

Rand Corporation (Trustee) 

Trilateral Commission (North America) 


Company) 


Retirement 

Date _ Director _ Other Directorships 

1996 J. M. Richman Continental Bank Corporation 

Counsel Continental Bank N.A. 

Wachtell, Lipton, Rosen & Katz Evanston Hospital Corporation 

Attomeys-at-law The Johnson Foundation 

(Formerly: Northwestern University (Trustee) - $5,000 

Chairman and CEO R.R. Donnelley & Sons Company 

Kraft General Foods) USX Corporation 

Training/Experience 
law, food manufacturing, 
marketing 
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Retirement 
Date _ 


Director 


Other Directorships 


1997 H. G. Storr 

Executive Vice President & 

Chief Financial Officer 

Philip Morris Companies Inc. 

Chairman & CEO 

Philip Morris Capital Corporation 


Chemical Bank (Advisory Board) 
International Tennis Hall of Fame - $29,500 
(Director & Treasurer) 

Klingelnberg Corporation 


Training/Experience 
finance, accounting 


Retirement 

Date _ Director _ Other Directorships 


1998 R. E. R. Huntley 
Counsel 

Hun ton & Williams 
(Formerly: 

President, Washington and Lee 
University 

Dean of Law School, 
Washington and Lee University) 

Training/Experience 
law, education, catalog sales 


Richmond Renaissance - $37,500 
Sprint 

Union Theological Seminary (Member, Board of Trustees) 
Virginia Foundation for Independent Colleges (Trustee) 
Virginia Historical Society (Trustee) - $110,000 


Retirement 

Date _ Director _ 

1999 J. D. Nichols 
Chairman & CEO 
Illinois Tool Works 
(Formerly: 

Executive Vice President 
and COO Aerojet-General Corp.; 
Director, Financial Controls 
ITT Corporation) 

Training/Experience 

manufacturing 


_ Other Directorships 

Argonne National Laboratory 
Art Institute of Chicago - $299,035 
Business Roundtable 

Chicago Symphony Orchestra - $165,000 
Household International Corporation 
Junior Achievement of Chicago - $100,000 
Lyric Opera of Chicago - $44,000 
Museum of Science and Industry - $55,000 
Rockwell International Corporation 
Stone Container Corporation 
University of Chicago (Trustee) - $35,000 
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